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1. MAYOR’S REPORT TO COUNCIL ON THE TABLING OF THE DRAFT MTREF 2013-16 
It is an honour to table this draft Medium Term Revenue and Expenditure Framework as a 
tool that will bring us closer to meeting the aspirations of the people of Mkhambathini. 

We meet today at the time where we are faced different uncertainties and realities in the 
mid-term. The most imposing is the impending amalgamation of the Municipality as the 
metro. This puts many challenges as our forecast is limited to a remaining three years of 
the current term of office. In the decisions that will be taken a temptation of slipping to a 
position of complacency must be avoided as at the end of the day whatever the outcome 
of the process, it is the people of Mkhambathini that will have to deal with the 
consequences of the decisions we make today. 

The other reality that can never be ignored with this Medium Term review is that within the 
next three years there is going to be two elections, with the national to take place in the 
next financial year and the local government elections in the last year of this MTREF. 
What is crucial with this reality is that elections present a clear opportunity for the rulers to 
account back to the electorate as the electorate decides whether to renew the mandate or 
not. 

The promises made 

As the ruling party the ANC identified 5 key priorities in the manifesto, hence it is against 
these priorities that the mandate of this council is based and all efforts of this council shall 
be efficiently directed towards achieving these key priorities. 

1.1. Build local economies to create more employment decent work and 
sustainable livelihoods 

Mkhambathini being mainly rural is faced with a serious challenge of unemployment. 
Job creation has been very central to the development program of this council. 

In pursuit of this ideal, the council took a resolution of avoiding any unnecessary 
outsourcing of work. Areas like waste management, security and others have been 
done in-house this leads to a situation whereby council spends more on salaries than 
on most other areas. With this proposed budget a further 14 general workers will be 
employed to intensify the council ability to discharged its mandate as outlined in the 
constitution. 

The Division of Revenue Bill is also proposing an allocation of R 1 million for Extended 
Public Works Program. In terms of the Division of Revenue Bill the Municipality has a 
target of 58 job opportunities to create through EPWP. This is in synch with 60 jobs 
currently created through the Municipality’s job creation program. 

Technical Services’ department working plans are attached herewith to demonstrate 
how the new workforce would be effectively applied to deal with priority service areas. 

1.2. Improve local public services and broaden access to them 
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This budget proposed an allocation of R 1,06 million in the next financial year, with a 
total R 3,3million over three years, for the upgrading of existing public facilities. 
Business Plans will be tabled with the final budget identifying each facility that will be 
affected and timeframes of when these would be repaired or maintained. 


1.3. Build more united, non-racial, integrated and safer communities 

In achieving this objective, council is tabling this budget aware of the impending 
demarcation of the municipality, in which several municipalities in the District would be 
amalgamated into a Metro. The public facilities also remain as the main rallying points 
for creating united communities. We continue to engage in good spirit with different 
facets of our communities including constructive engagements with rate payers 
association, farmers association and many more. 

Within these engagements it is our hope that we are moving closer to a point, where 
we all understand that a Municipality is not just a town but a concoction of different 
communities, urban, semi urban and rural put together to have a common vision of a 
better life for all. 

1.4. Promote more active community participation in local government 

Council has established ward committees and these ward committees are effective. All 
processes, budget, IDP and PMS go through an intensive public participation process. 
In line with the IDP and MTREF council is however going through a process of 
reviewing the entire public participation process and new proposals will be tabled with 
the budget and IDP by the 31 st March 2013 

1.5. Ensure more effective, accountable and clean local government that works 
together with national and provincial government. 

The Council seeks to continuously improve its systems to ensure effective, 
accountable and clean administration. In January 2013 an Audit recovery plan was 
tabled to council paving the way towards clean audit 2014. 

There are four main areas that are currently in the way and should be dealt with. 
These are; 

• The non-financial information reporting (PMS), 

• The Supply Chain Management issues found by the Auditor General, 

• Compliance to all statutory requirements and 

• Ensuring accuracy and thorough review of AFS to avoid any changes to the 
AFS submitted on the 31 st August 

A recovery plan has been put in place setting out a clear road map towards clean audit 
2014. Council through its relevant structures will continue to monitor implementation 
thereto, to ensure that indeed we get to that point of excellence. 
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In conclusion I would like to extend since gratitude the Accounting Officer and his entire 
staff complement for assisting me in putting together this draft budget. Now the ball is in 
our court as councilors to engage on this draft within our respective caucuses and to 
engage the community to rally behind this budget with the hope that it will indeed by the 
end of the three years, lead to a better life for some if not most in our community. 


Cllr T.E. Maphumulo 
The Mayor 
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2. COUNCIL RECOMMENDATIONS 

2.1 The Council of Mkhambathini Local Municipality, acting in terms of section 24 of 
the Municipal Finance Management Act, (Act 56 of 2003) approves and adopts: 

2.1.1 The annual budget of the municipality for the financial year 2013/14 and the 
multi-year and single-year capital appropriations as set out in the following 
tables: 

2.1.2 Budgeted Financial Performance (revenue and expenditure by standard 
classification) 

2.1.3 Budgeted Financial Performance (revenue and expenditure by municipal 
vote) as contained in Table 2 

2.1.4 Budgeted Financial Performance (revenue by source and expenditure by 
type) as contained in Table 2 

2.1.5 Multi-year and single-year capital appropriations by municipal vote and 
standard classification and associated funding by source as contained in 
Table 1. 

2.2 The financial position, cash flow budget, cash-backed reserve/accumulated 
surplus, asset management and basic service delivery targets are approved as 
set out in the following tables: 

2.2.1 Budgeted Financial Position as contained in Table 1 

2.2.2 Budgeted Cash Flows as contained in Table 1 

2.2.3 Cash backed reserves and accumulated surplus reconciliation as contained 
in Table 1 

2.2.4 Asset management as contained in Table 1 

2.2.5 Basic service delivery measurement as contained in Table 1 

2.3 The Council of Mkhambathini Local Municipality, acting in terms of section 75A 
of the Local Government: Municipal Systems Act (Act 32 of 2000) approves and 
adopts with effect from 1 July 2013: 

2.4 The Council of Mkhambathini Local Municipality, acting in terms of 75A of the 
Local Government: Municipal Systems Act (Act 32 of 2000) approves and 
adopts with effect from 1 July 2013 the tariffs for other services, as set out in 
Annexure G1 to G21 respectively. 

2.5 To give proper effect to the municipality's annual budget, the Council of 
Mkhambathini Local Municipality approves: 

2.5.1 That cash backing is implemented through the utilisation of a portion of the 
revenue generated from property rates to ensure that all capital reserves and 
provisions, unspent long-term loans and unspent conditional grants are cash 
backed as required in terms of the municipality's funding and reserves policy 
as prescribed by section 8 of the Municipal Budget and Reporting 
Regulations. 
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3. EXECUTIVE SUMMARY 

The application of sound financial management principles for the compilation of the 
Municipality’s financial plan is essential and critical to ensure that the Municipality remains 
financially viable and that municipal services are provided sustainably, economically and 
equitably to all communities. 

The Municipality’s business and service delivery priorities were reviewed as part of this 
year’s planning and budget process. Where appropriate, funds were transferred from low- 
to high-priority programmes so as to maintain sound financial stewardship. A critical 
review was also undertaken of expenditures on noncore and ‘nice to have’ items. 

The Municipality has embarked on implementing a range of revenue collection strategies 
to optimize the collection of debt owed by consumers. Furthermore, the Municipality has 
undertaken various customer care initiatives to ensure the municipality truly involves all 
citizens in the process of ensuring a people lead government. 

National Treasury’s MFMA Circular No. 51 and 54 were used to guide the compilation of 
the 2013/14 MTREF. The main challenges experienced during the compilation of the 
2013/14 MTREF can be summarized as follows: 

• The on-going difficulties in the national and local economy; 

• Aging and poorly maintained roads and community facilities infrastructure; 

• The need to reprioritise projects and expenditure within the existing resource 
envelope given the cash flow realities and declining cash position of the 
municipality and 

• Wage increases for municipal staff that continue to exceed consumer inflation, 
as well as the need to fill critical vacancies 

The following budget principles and guidelines directly informed the compilation of the 
2013/14 MTREF: 

• The 2012/13 Budget priorities and targets, as well as the base line allocations 
contained in that Budget were adopted as the upper limits for the new 
baselines for the 2013/14 annual budget; 

• Full year forecasts were made based on the actual financial performance as at 
the 28 th February 2013; 

• Intermediate service level standards were used to inform the measurable 
objectives, targets and backlog eradication goals; 

• Property rate increases should be affordable and should generally not exceed 
inflation as measured by the CPI, in addition, tariffs need to remain or move 
towards being cost reflective, and should take into account the need to address 
infrastructure backlogs; 

• There will be no budget allocated to national and provincial funded projects 
unless the necessary grants to the municipality are reflected in the national and 
provincial budget and have been gazetted as required by the annual Division of 
Revenue Act; 
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• Business plans with clear deliverables and timeframes were developed for 
allocations above R 150,000; 

In view of the aforementioned, the following table is a consolidated overview of the 
proposed 2013-16 Medium-term Revenue and Expenditure Framework: 



BUDGET 

2012/13 

FORECASTS 

2012/13 

BUDGET 

2013/14 

BUDGET 

2014/15 

BUDGET 

2015/16 

Total operating revenue 

48 404 200 

44 697 335 

47 873 481 

54 989 842 

67 424 576 

Total operating expenditure 

56 386 663 

36 934 108 

44 045 182 

45 708 353 

48 386 931 

Surplus/fDeficit) 

-7 982 463 

7 763 227 

3 828 300 

9 281 489 

19 037 645 

Capital Budget 

14 871 000 

12 640 350 

17 927 000 

16 260 000 

17 276 000 


3.1. Operating Revenue Framework 

For Mkhambathini Municipality to continue improving the quality of services provided to its 
citizens it needs to generate the required revenue. In these tough economic times strong 
revenue management is fundamental to the financial sustainability of every municipality. 
The reality is that the Municipality is faced with development backlogs and poverty. The 
expenditure required to address these challenges will inevitably always exceed available 
funding; hence difficult choices have to be made in relation to tariff increases and 
balancing expenditures against realistically anticipated revenues. 

The municipality’s revenue strategy is built around the following key components: 

• National Treasury’s guidelines and macroeconomic policy; 

• Efficient revenue management, which aims to ensure a 95 per cent annual 
collection rate for property rates by the end of the medium term; 

• Introduction of cost reflective charges for community facilities to cover for upkeep 
thereto; 

• Determining the tariff escalation rate by establishing/calculating the revenue 
requirement of each service; 

• The municipality’s Property Rates Policy approved in terms of the Municipal 
Property Rates Act, 2004 (Act 6 of 2004) (MPRA); 

• Increase ability to extend new services and recover costs; 

• The municipality’s Indigent Policy and rendering of free basic services; and 

• Tariff policies of the Municipality. 
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KZN226 Mkhambathini - Table A4 Budgeted Financial Performance (revenue and 
expenditure) 


Description 

2009/10 

2010/11 

2011/12 

Current Year 2012/13 

2013/14 Medium Term Revenue & 
Expenditure Framework 

R thousand 

Audited 

Outcome 

Audited 

Outcome 

Audited 

Outcome 

Original 

Budget 

Adjusted 

Budget 

Full Year 
Forecast 

Budget 

Year 

2013/14 

Budget 
Year +1 
2014/15 

Budget 
Year +2 
2015/16 

Revenue Bv Source 










Property rates 

3,137 

4,150 

4,914 

6,394 

6,394 

6,807 

6,522 

6,914 

7,328 

Interest earned - external investments 

168 

362 

400 

500 

500 

730 

730 

730 

730 

Interest earned - outstanding debtors 

- 

11 

88 

80 

80 

140 

148 

157 

157 

Fines 

1 

85 

42 

80 

80 

80 

84 

80 

80 

Licenses and permits 

2,060 

2,300 

2,480 

2,950 

2,950 

2,938 

3,127 

3,315 

3,494 

Transfers recognized - operational 

16,956 

24,443 

35,531 

37,913 

37,913 

33,781 

35,637 

42,749 

54,585 

Other revenue 

1,327 

496 

198 

209 

209 

221 

228 

319 

327 

Gains on disposal of PPE 

113 

70 

100 

278 

278 

_ 

_ 

_ 

_ 

Total Revenue (excluding capital 
transfers and contributions) 

23,762 

31,917 

43,753 

48,404 

48,404 

44,697 

46,477 

54,264 

66,701 


In line with the formats prescribed by the Municipal Budget and Reporting Regulations, capital transfers and 
contributions are excluded from the operating statement, as inclusion of these revenue sources would distort 
the calculation of the operating surplus/deficit. 
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The following table is a summary of the 2013-16 MTREF (classified by main revenue source) 


KZN226 Mkhambathini - Table 1 
Consolidated Budget Summary 


Description 

2009/10 

2010/11 

2011/12 

Current Year 2012/13 

2013/14 Medium Term Revenue & Expenditure Framewr 

R thousands 

Audited Outcome 

Audited 

Outcome 

Audited 

Outcome 

Original 

Budget 

Adjusted 

Budget 

Full Year 
Forecast 

Pre-audit 

outcome 

Budget 

Year 

2013/14 

Budget Year 
+1 2014/15 

Budget Year +2 2015/1 

Financial 

Performance 











Property rates 

3,137 

4,150 

4,914 

6,394 

6,394 

6,807 

- 

6,522 

6,914 

7,328 

Service charges 
Investment 

- 

- 

- 

- 

- 

- 

- 

- 

- 

- 

revenue 

168 

362 

400 

500 

500 

730 

- 

730 

730 

730 

Transfers 











recognised - 
operational 

16,956 

24,443 

35,531 

37,913 

37,913 

33,781 

- 

35,637 

42,749 

54,585 

Other own revenue 

3,501 

2,962 

2,908 

3,597 

3,597 

3,379 

- 

3,587 

3,871 

4,058 

Total Revenue 
(excluding capital 
transfers and 
contributions) 

23,762 

31,917 

43,753 

48,404 

48,404 

44,697 

- 

46,477 

54,264 

66,701 

Employee costs 
Remuneration of 

12,095 

13,637 

15,401 

15,685 

15,685 

16,611 

- 

17,039 

18,822 

20,026 

councillors 

3,269 

3,262 

- 

3,868 

3,868 

3,638 

- 

4,101 

4,347 

4,581 

Depreciation & 
asset impairment 

1,715 

1,970 

1,802 

2,110 

2,110 

2,110 

- 

3,237 

3,431 

3,628 

Finance charges 
Materials and bulk 

- 

- 

- 

- 

- 

- 

- 

- 

- 

- 

purchases 

- 

- 

- 

- 

- 

- 

- 

- 

- 

- 

Transfers and 
grants 

- 

- 

- 

- 

- 

- 

- 

- 

- 

- 

Other expenditure 

6,291 

10,397 

33,436 

34,724 

34,724 

14,574 

- 

19,669 

20,169 

21,276 

Total Expenditure 

23,370 

29,266 

50,639 

56,387 

56,387 

36,943 


44,045 

46,768 

49,511 

Surplusf(Deficit) 

392 

2,651 

(6,886) 

(7,982) 

(7,983) 

9,858 


2,432 

7,496 

17,191 

Transfers 

recognised - capital 

6,216 

10,039 

10,258 

12,441 

12,442 






Contributions 











recognised - capital & 
contributed assets 











Surplusf(Deficit) 
after capital 
transfers & 
contributions 

6,608 

12,690 

3,372 

4,459 

4,459 

9,858 

- 

2,432 

7,496 

17,191 

Share of surplus/ 
(deficit) of associate 











Surplusf(Deficit) for 
the year 

6,608 

12,690 

3,372 

4,459 

4,459 

9,858 

- 

2,432 

7,496 

17,191 

Capital expenditure 

& funds sources 











Capital expenditure 

6,584 

6,986 

14,188 

14,751 

14,751 

4,434 

_ 

1,500 

1,750 

1,848 

Transfers 

recognised - capital 

5,805 

6,986 

11,238 

14,871 

14,871 

_ 

_ 

_ 

_ 

_ 

Public contributions 

- 

- 

- 

- 

- 

- 


- 

- 

- 
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& donations 







- 




Borrowing 

Internally 

- 

- 

- 

- 

- 

- 

- 

- 

- 

- 

generated funds 

Total sources of 

779 


2,800 

- 

- 

_ 

- 

“ 

_ 

“ 

capital funds 

6,584 

6,986 

14,038 

14,871 

14,871 






Financial position 











Total current 











assets 

4,933 

14,021 

8,568 

8,037 

8,037 

8,487 

- 

9,059 

9,777 

10,305 

Total non current 











assets 

26,853 

47,481 

58,352 

72,933 

72,933 

77,017 

- 

85,521 

97,354 

102,611 

Total current 
liabilities 

4,527 

5,878 

1,068 

407 

407 

430 


427 

435 

458 

Total non current 
liabilities 











Community 

wealth/Equity 

27,259 

55,622 

65,852 

80,563 

80,563 

85,075 

- 

94,153 

106,696 

112,458 

Cash flows 

Net cash from 
(used) operating 

3,515 

38,533 

15,482 

17,412 

17,412 

9,301 


3,655 

8,365 

18,390 

Net cash from 
(used) investing 

(7,116) 

(19,428) 

(12,938) 

(13,592) 

(13,592) 

14,231 

_ 

4,227 

(1,959) 

(9,280) 

Net cash from 











(used) financing 

Cash/cash 


- 

- 



- 

- 

- 

- 


equivalents at the 
year end 

(6,143) 

12,962 

15,506 

19,326 

23,146 

46,678 

19,326 

54,479 

60,885 

69,995 

Cash 

backinqfsurplus 

reconciliation 











Cash and 

investments available 

(66) 

4,143 

5,182 

5,404 

5,404 

5,707 


7,121 

8,477 

8,935 

Application of cash 
and investments 

(16,729) 

(27,296) 

(2,200) 

(1,868) 

(1,868) 

(2,334) 


(1,381) 

(742) 

(818) 

Balance - surplus 
(shortfall) 

16,663 

31,439 

7,382 

7,272 

7,272 

8,041 

- 

8,502 

9,219 

9,752 

Asset manaqement 

Asset register 
summary (WDV) 











Depreciation & 
asset impairment 

1,715 

1,970 

1,802 

2,110 

2,110 

15 

2,237 

2,237 

2,371 

2,504 

Renewal of 

Existing Assets 




1,400 

1,400 

1,478 

1,478 

1,561 

1,500 

1,581 

Repairs and 
Maintenance 

129 

369 

1,165 

2,365 

2,365 

829 

2,507 

2,507 

2,658 

2,801 

Free services 

Cost of Free Basic 
Services provided 

413 

490 

808 

1,107 

1,107 

1,169 

1,185 

1,185 

1,268 

1,336 

Revenue cost of 
free services provided 

Households 
below minimum 

service level 

2,703 

2,729 

1,012 

1,072 

1,072 

1,132 

1,137 

1,137 

1,205 

1,270 

Water: 

Sanitation/sewer 

- 

- 

- 

- 

- 

- 

- 

- 

- 

- 

age: 

- 

- 

- 

- 

- 


- 

- 

- 


Energy: 

- 

- 

- 

- 

- 

- 

- 

- 

- 

- 

Refuse: 

- 

- 

- 

- 

- 

- 

- 

- 

- 

- 
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3.1.1 Property Rates 

Overview of budget funding 


Medium-term outlook: operating revenue 


The following table is a breakdown of the operating revenue over the medium-term: 


Table 2 Breakdown of the operating revenue over the medium-term 


Description 

R thousands 

2011/12 Medium Term Revenue & Expenditure Framework 

Budget Year 

2013/14 

% 

Budget Year +1 

2014/15 

% 

Budget Year +2 

2015/16 

% 

Property rates 

Interest Earned 

Investment revenue 

Transfers recognized - operational 

Other own revenue 

6,522,000 

148 234 

730 378 

35 673 000 

3 439 000 

14% 

0% 

2%< 

77°/ 

7% 

6,914,000 

157 128 

b 730, 378 

, 42 749 000 

3 714 620 

13% 

0% 

01% 

79% 

7% 

7,328,000 

157 000 

730 378 

54 585 000 

3 901 000 

n% 

0% 

i% 

82°/ 

6% 

Total Operating Revenue (excluding 
capital transfers and contributions) 

46 477 000 

100% 

54 264 000 

100% 

66 701 000 

100% 

Total Operating Expenditure 

44 045 000 


46 768 000 


49 511 000 


Surplus/tDeficit) 

The following graph is a broe 

2 432 000 

Itkdown of 

ho opoi 

7 496 000 

ational rover 1 

uo per 

17 191 000 

Tiain catogor 1 

y for tho 


financial year. 



Figure 1 Breakdown of operating revenue over the 2013/14 MTREF 


May 2013 


Page 11 




MEDIUM TERM REVENUE AND EXPENDITURE 
FRAMEWORK 2013-16 


Tariff setting plays a major role in ensuring desired levels of revenue. Getting tariffs right assists in 
the compilation of a credible and funded budget. The municipality derives most of its operational 
revenue from operational grants. Property rates, operating and capital grants from organs of state 
and other minor charges (such as building plan fees, licenses and permits etc). 

The revenue strategy is a function of key components such as: 

• Growth in the municipality and economic development; 

• Revenue management and enhancement; 

• Achievement of a 95 per cent annual collection rate for consumer revenue; 

• National Treasury guidelines; 


Property rates cover the cost of the provision of general services. Determining the effective 
property rate tariff is therefore an integral part of the municipality’s budgeting process. 

National Treasury’s MFMA Circular No. 51 deals, inter alia with the implementation of the 
Municipal Property Rates Act, with the regulations issued by the Department of Co- 
operative Governance. These regulations came into effect on 1 July 2009 and prescribe 
the rate ratio for the non-residential categories, public service infrastructure and agricultural 
properties relative to residential properties to be 0,25:1. The phasing in of the MPRA has 
been completed in the previous budget process and the Property Rates Policy of the 
Municipality was amended accordingly. 

The proposed property rates structure is as follows; 

The increase is in line with National Treasury recommendations as outlined in the MFMA 
Circular No 67. At R 7,188 million, Municipal Property rates constitute 15% of the total 
Municipal projected revenue and 63% of own generated revenue (i.e. excluding transfers 
and grants). 

3.1.2 Waste Management - Refuse 

The municipality is aware of the requirements of the MFMA Circular no: 66 that states that 
(municipalities should aim to have appropriately structure, cost reflective solid waste tariffs 
in place by 2015. 

The municipality is in the process of implementing the Waste management - refuse tariffs. 
This project is currently on the consultation phase and this should be finalised by 2014/15. 

3.1.3 Operating Transfers and Grants 

As a Municipality with no services except for licencing, the Municipality is highly dependent 
on grants, with a grant dependency rate of around 77%. The projected transfers from 
government and other sources are as follows; 
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KZN226 Mkhambathini - Supporting Table SA18 Transfers and grant receipts 



Description 

2009/10 

2010/11 

2011/12 

Current Year 2012/13 

2013/14 Medium Term Revenue & 


R thousand 

Audited 

Audited 

Audited 

Original 

Adjusted 

Full Year 

Budget Year 

Budget Year 

Budget Year 


Outcome 

Outcome 

Outcome 

Budget 

Budget 

Forecast 

2013/14 

+1 2014/15 

+2 2015/16 


RECEIPTS: 











Operating Transfers and Grants 











National Government: 

19 101 

22 836 

34153 

37 480 

37 480 

32 345 

35 123 

42 220 

54 439 


Local Government Equitable Share 

16 866 

20 601 

24 863 

28 180 

28180 

28 180 

32 583 

39 486 

51 522 


Finance Management 

1500 

1500 

1500 

1500 

' 1500 

1500 

1650 

1800 

1950 


Municipal Systems Improvement 

735 

735 

790 

800 

o 

o 

493 

890 

934 

967 


Integrated National Electrification Programme 



7 000 

7 000 

r 7 000 

2172 

- 

- 

- 


Provincial Government: 

90 

1096 

399 

433 

433 

400 

586 

529 

146 


Sport and Recreation 



150 

150 

150 

99 





Library grants 

90 

1096 

249 

283 

283 

r 301 

502 

529 

146 


District Municipality: 











Other grant providers: 

' 

' 

' 

' 

' 

' 

' 

' 

' 


Total Operating Transfers and Grants 

19 191 

23 932 

34 552 

37 913 

37 913 

32 745 

35 709 

42 749 

54 585 


Capital Transfers and Grants 











National Government: 

7 456 

8 528 

10 258 

12 441 

12 441 

12 441 

14 427 

16 260 

17 276 


Municipal Infrastructure Grant (MIG) 

7 456 

8 528 

10 258 

12 441 

12 441 

12 441 

14 427 

16 260 

17 276 


Provincial Government: 

- 

2100 

- 

- 

- 

- 

- 

- 

- 

3.1.4 

Sport and Recreation 


2100 









District Municipality: 

" 

- 

- 

- 

- 

- 

- 

- 

- 


r [insert description] 











Other grant providers: 

- 

- 

- 

- 

- 

- 

- 

- 

- 


r [ insert description] 











Total Capital Transfers and Grants 

7 456 

10 628 

10 258 

12 441 

12 441 

12 441 

14 427 

16 260 

17 276 

3.2 Ope 

TOTAL RECEIPTS OF TRANSFERS & GRANTS 

26 647 

34 560 

44 810 

50 354 

50 354 

45 186 

50 136 

59 009 

71 861 


The Municipality’s expenditure framework for the 2013/14 budget and MTREF is informed by 
the following: 


• The asset renewal strategy and the repairs and maintenance plan; 

• Balanced budget constraint (operating expenditure should not exceed operating revenue) 
unless there are existing uncommitted cash-backed reserves to fund any deficit; 

• Funding of the budget over the medium-term as informed by Section 18 and 19 of the 
MFMA; 

• The capital programme is aligned to the asset renewal strategy and backlog eradication 
plan; 

• Operational gains and efficiencies will be directed to funding the capital budget and other 
core services; and 

• Strict adherence to the principle of no project plan no budget. If there is no business plan 
no funding allocation can be made. 


3.2.1 Staff salaries 

The existing salary budget component has been increased by an agreed increment as per 
South African Local Government Bargaining Council, throughout the medium term 
framework. 

3.2.2 Councillor allowances 
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Councillor allowances have been adjusted as per the recommendations in the budget 
circular. 

3.2.3 Depreciation 

Depreciation was based on actual depreciation charged in the 2011/12 Annual Financial 
Statements. 

3.3 Capital Expenditure Framework... 

There are two sources of capital budget, internal accumulated reserves and Municipal 
Infrastructure Grants. The internal capital sources are only provided for in the 2013/14 budget 
year as cash reserves confirmation would only cover this period. A further assessment of cash 
reserves would be conducted each year and adjustments done accordingly. 

4. OVERVIEW OF THE BUDGET PROCESSS 
Background 

The adoption of the 2013/2014 medium-term annual budget for the Mkhambathini Municipality will 
lay the foundation by which strategic functions within the municipality could apply sound financial 
planning and management over the medium to long term. It will facilitate the critical alignment of 
planning, budgeting and sustainable service delivery in line with Mkhambathini’s vision. 

4.1 Consultative Process - Outcomes 

Section 23 (2) of the MFMA stipulates that, “After considering all budget submissions, the Council 
must give the Mayor an opportunity - 

a) To respond to the submissions 

b) If necessary, to revise the budget and table amendments for consideration by the council” 
The municipality will do the consultation with the Community through all seven Wards. 

The tabling of this draft budget in Council on 30 March 2012 will be followed by extensive 
publication of the budget documentation and various public participation and community 
consultative meetings were held to receive submissions from stakeholder formations. 

The final budgets therefore will represent a refined and amended version of the tabled budget 
taking into consideration, where possible, submissions and representations during community 
consultative process. 

Comments by Provincial Treasury on draft budget will also be taken in to consideration. 

4.2 Political Oversight of the Budget process 

Political oversight of the budget process is essential to ensure that: - 

The political executive is responsible for policy and prioritization 

Policy priorities are linked to departmental spending plans and the delivery of quality 
services. 


4.3 Schedule of key deadlines relating to budget process 

The budget time schedule for the compilation of the draft 2013/2014 medium-term budget was 
approved by Council. The following provides an extract of the key deadlines relating to the budget 
process: 

Publication of annual budget and public hearings on the budget and council debates April 2013 
Submit final IDP report to council April 2013 

The AO submit to the Mayor not later than one day after the approval of the budget a draft of the 
SDBIP and annual performance agreements as required by the S57 of MSA June 2013 
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Submission of approved budget to National Treasury 29May 2013 


4.4 Alignment with National and Provincial Priorities 

“I refer to our commitment to ensure that no household is denied the simple dignity associated with 
basic water, sanitation and energy supplies.” 

In order to ensure integrated and focused service delivery between all spheres of government it is 
important for Mkhambathini Municipality to align its budget priorities with that of National and 
Provincial government. 

NATIONAL PRIORITIES PROVINCIAL PRIORITIES 

Strengthening education, Public Health Services and Social Welfare services. 

Strengthening of infrastructure and service delivery (basic services) 

Rural Development and Reform 

Creation of decent work - Improving the quality of education 
Strengthening of Health and Social Services. 

Increasing Basic Services delivery 

Alleviating poverty and encouraging empowerment 

Rural development and land reform 

The Municipality should align its budget with the above National and Provincial priorities 

4.5 Link between the IDP and the budget 

As outlined earlier, in compliance with the Municipal Structures Act (1998) and Municipal Financial 
Management Act (2003) our municipal budget is informed and aligned to the IDP. 

The budgetary allocations for both the capital and operating expenditure are undertaken in a 
manner that will not ensure that our IDP outcomes are achieved but also to ensure that our 
municipality's vision is realized. 

More importantly, the Performance Management System (PMS) (which are currently establishing) 
will allow the municipality an opportunity to monitor and evaluate individual and organizational 
performance in meeting our IDP outcomes and vision. 


5. BUDGET ASSUMPTIONS 

Each item on the budget was considered to make projections for the next three financial years. The 
following principles were utilised as underlying assumptions; 

• Actual performance up to 28 February 2013 was used as a baseline, 

• All items were projected forward from 28 February 2013 to year end estimates 30 June 
2013, 

• CPIX projections were utilised for items where no significant changes are expected, 

• For salaries and wages SALGBC agreed rates were utilised to project salaries and wages 
budget, 

• No new posts were considered in the draft as no agreement has been made thereto yet 

5.1 Operating Revenue Framework Assumptions 

5.1.1 Property Rates 

The Municipality provides rebates to land use customers and this is revenue forgone as per circular 
48, page 17. 

Average Projections 
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2012/13 


2013/14 


- Rates and Service Charges 

Average yearly collection 


60% 


65% 


A 6% increase on Property Rate and the phasing in is completed. The payment for 2013/14 will be 
payable over 11 months, starting from August 2013 to June 2014 

5.1.2 Other Income 

These have been estimated CPIX increase, using the estimated actual revenue. 

5.2 Expenditure Framework 

5.2.1 Salaries and Allowances 

Permanent employees 

A 6.85%, throughout the MTREF increase from baseline for Salaries (refer Table SA22). 

1. 2.1.1 Increase in Salaries 

The Huge increase in Salaries with + 8% was coursed by the increase in the salaries structure (one 
Level Up) in the municipality in July 2012. 

The Adjustment budget is not a true copy reflection and we stated on a Zero based Budget. 

5.2.2 General Expenditure 

Where there is no expected difference in performance from prior year a CPIX adjustment has been 
made from baseline. Costs have been calculated where possible. Various figures have been 
supplied by the departmental heads. 

5.2.3 Repairs and Maintenance 

These costs have been estimated. The estimates have been based on actual expenditure to date. 
This should be aligned with the Capital Budget. 

5.3. Capital Projects Estimates 

These are based from the meetings with the Ward Councilors from all seven (7) Wards. 

These estimates have been aligned to councils Integrated Development Plan. 

Renewal of Assets 

In future the municipality will consider the budget for the renewal of assets, at least 40% of the 
capital budget. 

5.4 Other assumptions 

Excess Expenditure 

That , having regard to the need to avoid deficit on the Operating Account of the Budget, and in 
view of the requirements of the MFMA as well as National Treasury Control concerning Operating 
and Capital Expenditure, Municipal Manager, all four Heads of Departments be directed to 
administer the votes under their control, so to avoid any excess expenditure on individual items, 
and to report immediately to the Municipal Manager if any urgent need should arise to incur 
expenditure in excess of any provisions and to ensure that the matter is considered via an 
adjustment budget report as required by the MFMA prior expenditure being incurred. 
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New Vacant posts 

That no new or vacant posts be filled without the authority of the Municipal Manager and other 
relevant committees. 

5.5 Measurable performance objectives and indicators 

Performance Management is a system intended to manage and monitor service delivery progress 
against the identified strategic objectives and priorities. In accordance with legislative requirements 
and good business practices as informed by the National Framework for Managing Programme 
Performance Information, the municipality has developed and implemented a performance 
management system of which system is constantly refined as the integrated planning process 
unfolds. The Municipality targets, monitors, assesses and reviews organisational performance 
which in turn is directly linked to individual employee’s performance. 

At any given time within government, information from multiple years is being considered; plans 
and budgets for next year; implementation for the current year; and reporting on last year's 
performance. Although performance information is reported publicly during the last stage, the 
performance information process begins when policies are being developed, and continues through 
each of the planning, budgeting, implementation and reporting stages. The planning, budgeting 
and reporting cycle can be graphically illustrated as follows: 
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Figure 1 Planning, budgeting and reporting cycle 

The performance of the municipality relates directly to the extent to which it has achieved success 
in realising its goals and objectives, complied with legislative requirements and meeting stakeholder 
expectations. The municipality therefore has adopted one integrated performance management 
system which encompasses: 

• Planning (setting goals, objectives, targets and benchmarks); 

• Monitoring (regular monitoring and checking on the progress against plan); 

• Measurement (indicators of success); 

• Review (identifying areas requiring change and improvement); 

• Reporting (what information, to whom, from whom, how often and for what 
purpose); and 

• Improvement (making changes where necessary). 

The performance information concepts used by the municipality in its integrated performance 
management system are aligned to the Framework of Managing Programme Performance 
Information issued by the National Treasury: 


Thenedim-term resullsforsoecifc 



Manage towards 
achieving these 
results 


bene'idares that are Ihe consequence of 


The fina products, or goods and 
services podu ced for delivery 


achieving specific output 
What w* wish to tehlevs? 



The processes or actions that use a 
ran gs of inputs to produce Ihedasiled 


outputs an d unmanly oi (comes 


What we produce or deliver? 


ACTIVITIES 


OUTPUTS 




Plan, budget 
implement and 
monitor 


Ihe resources Di at con tnbu be to 
thesmdiitfion and delivery of 


What we do? 


i 



\ 


What we use to do the work? 


outputs 


A 


INPUTS 



Figure 2 Definition of performance information concepts 
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SUPPORTING SCHEDULES IN 
PRESCRIBED FORMAT 


6. OVERVIEW OF THE BUDGET RELATED POLICIES 

The process for the review of budget policies will ensue with the workshop on the budget. Any 
recommended amendments will be tabled with the final budget by the 31 st May 2013. 
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SYSTEM ALIGNED ITEMISED 
BUDGET 
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MUNICIPAL MANAGER’S 
QUALITY ASSURANCE 
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